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Abstract 
Today, one of the most important tasks of financial management is to provide appropriate 
approaches for better use of financial resources in the community and one of the most important 
issues is to provide appropriate conditions for a better selection of investment projects, and finally 
the return on assets. The use of modern knowledge, the return on assets and prediction of the future 
makes better use of public wealth that ultimately results in valuing the investors' efforts. Investors 
aim to maximize the return on assets, however, they also intend to reduce risk. Therefore, this study 
tried to evaluate the ratio of ROA (return on assets) in various industries of the companies listed on 
the Tehran Stock Exchange (according to ISI). Therefore, this study collected data of 2004-2013 and 
Haussmann test was used to assess the validity of the variables before analyzing the data. Then, 
panel data regression was used to analyze the data. The results of the study show that a significant 
relationship exist between return on assets and profit margin ratio and asset turnover, and return on 
assets was also affected by the profit margin rather than assets turnover. 
Keywords: return on assets, industry, stock exchange, profit margin, asset turnover 
Introduction 
One of the most important tasks of financial management is to provide appropriate 
approaches for better use of financial resources in the community and one of the most important 
issues is to provide appropriate conditions for a better selection of investment projects, and finally 
the return on assets. The use of modern knowledge, the return on assets (ROA) and prediction of the 
future makes better use of public wealth that ultimately results in valuing the investors' efforts. 
Investors aim to maximize the return on assets, however, they also intend to reduce risk. In the 
investment process, efficiency is a driving force that motivates and rewards the investors. 
ROA of investment is important for investors. Efficiency evaluation is the only logical way 
to earn returns in all investment games that investors can do to gain return on assets. Return on 
assets (ROA) is calculated as follows: 
Return on assets = profit/assets 
Analyst could analyze the efficiency into significant components that are associated with the 
sale and sales is a major criterion to judge the profitability of company, the most important indicator 
of the company and the most important factor in the development of return on assets. 
The development of these components will lead to the effectiveness of company and 
highlights determination of return on assets. The need for this study indicates the relationship 
between profit margins and asset turnover, which ultimately determines the return on assets that is 
useful to analyze the company. 
Study on the return on assets in the companies results in the strategic actions and increased 
useful efficiency, which requires the companies to focus on their return on asset. As can be 
understood from the formula, high levels of assets turnover increase profit margins. Calculation of 
the company's return on assets is a common way to measure the economic efficiency of the 
company. The return on assets measures the company's profitability in relation to the total amount 
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invested in the company and gains a significant relationship either directly or indirectly to increase 
assets and the company's value. Hence, the study is useful to achieve some of the above-mentioned 
goals. 
Review of the literature 
Results of the study conducted by Sepehri and Talebnia (2008) indicates that a significant 
inverse relationship exists between debt ratio and return on assets. This fact suggests that the sources 
of borrowing by firms were not used efficiently in our country. 
Nilbakht's (2009) study shows that there is a significant relationship between capital 
structures and accounting criteria of performance evaluation (ROA and ROE).  
The results of hypothesis-testing of the study conducted by Saeedi and Ghezel Seflou (2009) 
showed that ROA, ROE, and ROS of companies have not been increased after privatization at 95% 
level of confidence. 
Ramezani (2008) calculated the correlation coefficient between the main common 
components in EAV and ROA and found that the rate of cost of capital C, which is a key component 
in the calculation of EVA, reduces the correlation coefficient between the two criteria for the 
specified years. Those companies having the increased rate of cost of capital greater than the rate of 
return on capital have not been successful in creating value for their shareholders. 
Results of Seyyed Nejad's (2002) study suggest that there is an inverse relationship between 
the ratio of debt and EAT in the food industry. Moreover, there is an inverse relationship between 
the ratio of debt and financial performance criteria, especially ROA in automotive industry. 
Furthermore, there is an inverse relationship between the ratio of debt and EAT, in particular ROA 
in equipment machinery and industry. 
Jaberi Nasab and Mazarmohammad (2011) studied the ratio of adjusted DuPont and its 
components in order to predict changes in future profitability. They showed that DuPont 
components of the return of assets do not increase the predictability of changes in profitability but 
changes in these components are expected to increase the predictability. Changes in asset turnover 
have a greater ability to change profit margins. 
Mashayekh and Rahimi (2012) studied conditional and unconditional stability of return on 
assets ratio and DuPont components. They analyzed DuPont components and gain return on assets 
and profit margin. Unconditional stability of the profit margins was also greater than conditional 
stability of turnover asset turnover is unconditional stability and also conditional stability of asset 
turnover. 
Pourali (2011) indicated a linear relationship between return on assets, profit margin and 
asset turnover. Moreover, when turnover and the profit margin variables changed, efficiency 
changed. Moreover, the profit margin variable had the greatest effect on the return on assets 
compared to the asset turnover ratio variable. Thus, it could be concluded that return on assets in the 
food industry would be more affected by the profit margin rather than asset turnover. 
Lee (2009) examined the capital structure. He used return on assets and return on sales as the 
performance criteria and came to the conclusion that there is a negative agreed relationship between 
the performance, leverage and the ratio of short-term debt. Therefore, Chinese companies use less 
short-term debt. 
Tian and Zeitun (2007) investigated the relationship between capital structure and corporate 
performance using the information of 167 Jordanian companies during 1989 to 2003 and concluded 
that there is a significant relationship between ratio of short-term debt to total assets and ratio of 
total debt to total assets, ratio of long term debt to total assets and ratio of total debt to total equity 
and ROA. 
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The results reported by Mazhar and Naser (2007) used Pearson correlation and showed a 
significant correlation (-162%) between capital structure and ROA. 
Cole (2008) examined the relationship between financial leverage and return on assets. The 
study concluded that there is a negative relationship between financial leverage ratio and return on 
assets. 
Dehning and Stratopoulos (2007) examined the effect of information technology on 
performance and increased profitability using the return on assets as the indicator of performance. 
Lskavyan and Spatareanu (2006) investigated the effect of concentration on ownership in 
companies of England, Netherlands and Czech. They used return on assets as an indicator of the 
performance of companies and concluded that the focus on the ownership did not have an important 
effect on the performance of companies studied. 
Goh and Ryan (2008) studied learning organizations and concluded that although the return 
on assets in the learning organization is greater than that of their competitors, its amount was 
insignificant. 
Choi and Hassan (2005) considered the effect of ownership on the performance of Korean 
banks and analyzed return on assets and equity, including indicators of the bank performance and 
emphasized the greater effect of foreign ownership on performance. 
Fesberg and Ghosh (2006) investigated the America Stock Exchange and New York Stock 
Exchange. It was found that New York companies were negative in capital structure ROA on the 
New York Stock Exchange. 
Hypotheses of the study 
1. Major hypothesis 
1.1. Return on assets is mainly affected by profit margin rather than the asset turnover 
1.2. Return on assets is mainly affected by profit margin rather than the asset turnover in 
different industries of companies listed in the stock rather than asset turnover. 
2. Minor hypotheses 
2.1. Return on assets in the food industry is more affected by profit margins rather than asset 
turnover. 
2.2. Return on assets in the textile industry is more affected by profit margins rather than 
asset turnover.  
2.3. Return on assets in the leather industry is more affected by profit margins rather than 
asset turnover. 
2.4. Return on assets in the cellulose industry is more affected by profit margins rather than 
asset turnover. 
2.5. Return on assets in the metallic mineral industry is more affected by profit margins 
rather than asset turnover. 
2.6. Return on assets in the non-metallic mineral industry is more affected by profit margins 
rather than asset turnover. 
2.7. Return on assets in the chemical industry is more affected by profit margins rather than 
asset turnover. 
2.8. Return on assets in the pharmaceutical industry is more affected by profit margins rather 
than asset turnover. 
2.9. Return on assets in the power industry is more affected by profit margins rather than 
asset turnover. 
2.10. Return on assets in the agricultural industry is more affected by profit margins rather 
than asset turnover. 
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2-11. Return on assets in the automotive industry is more affected by profit margins rather 
than asset turnover. 
Methodology 
This is an applied study in terms of nature and objectives and descriptive and correlational in 
terms of data collection and hypothesis-testing.   
Sample of the study was 11 companies of various industries listed in Tehran Stock Exchange 
for 10 years (2004-2013). Haussmann test was used to assess the validity of variables and according 
to standard industry classification (ISIC). The relevant data was collected by correlation methods, 
multivariate regression and panel model. Then, data was analyzed by taking into account the 
information extracted from the financial statements of listed companies in Tehran Stock Exchange 
using Eviews 6. 
Findings of the study 
а. Descriptive findings 
Table 1: Descriptive statistics of the variables 
Variable  Mean Median SD Skewness Kurtosis 
Return on assets 14.31 11.80 13.69 0.81 4.62 
Profit margin 21.60 15.41 28.16 3.69 38.19 
Assets turnover 0.79 0.75 0.42 2.71 8.66 
Table 2 shows the industries and companies studied in the present study  
Table 2: Industries and the number of companies in each industry 
Industry  Number of company Virtual variable 
Non-metallic mineral 17 D1 
Metallic industry 9 D2 
Food industry 5 D3 
Chemical industry 6 D4 
Pharmaceutical industry 11 D5 
Automotive industry 5 D6 
Cellulose industry 1 D7 
Textile industry 1 D8 
Agricultural industry59 1 D9 
Leather industry 1 D10 
Electric products 2 D11 
All Industries   
b. Inferential findings 
Major hypothesis of the study 
Return on assets is more affected by profit margins rather than asset turnover. 
Table 3: Results of the estimation of the research model (dependent variable: return  
on assets) 
Variable  Coefficient t-statistic p-value Total regression model 
F-stat PROB R2 DW 
Intercept -4.92 -1.30 0.19     
Profit margin 0.37 35.31 0.000 135.88 0.000 0.93 1.72 
Assets turnover 12.33 15.76 0.000     
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As the profit margin ratio is 37.8 in Table 3, asset turnover ratio is 12.33 and absolute T-
statistic in the related model is 35.31 for profit margin and 15.76 for asset turnover, we conclude 
that the effect of profit margin on asset returns is greater than asset turnover and the ratio of profit 
margin effect on the asset returns is more significant (T-statistic is greater). Thus, the main 
hypothesis is approved. 
Minor hypotheses  
In order to examine minor hypotheses in individual regressions, the effect of profit margin 
and asset turnover on the return on assets was determined based. The following estimates were made 
for various industries: 
Table 4: Effect of profit margins and asset turnover variables on ROA in various industries 
Industry  Variable  Coefficient Significance Durbin- Watson F-statistic 
Electric 
products 
Profit margin (%) 59.5 *** 1.81 113.78 
Assets turnover 12.49 *** Coefficient of determination 0.95 
Pharmaceutical 
industry 
Profit margin (%) 29.8 *** 1.55 51.05 
Assets turnover 23.01 *** Coefficient of determination 0.87 
Metallic 
mineral 
Profit margin (%) 62.2 *** 1.44 134.52 
Assets turnover 12.36 *** Coefficient of determination 0.94 
Food industry Profit margin (%) 56.9 *** 0.93 97.64 
Assets turnover 4.66 *** Coefficient of determination 0.93 
Nonmetallic 
mineral 
Profit margin (%) 24 *** 1.18 110.43 
Assets turnover 22.40 *** Coefficient of determination 0.92 
Automotive 
industry 
Profit margin (%) 108.1 *** 1.07 276.64 
Assets turnover 2.61 *** Coefficient of determination 0.97 
Chemical 
industry 
Profit margin (%) 68.9 *** 1.31 295.68 
Assets turnover 26.51 *** Coefficient of determination 0.97 
Agricultural 
industry 
Profit margin (%) 133.9 ** 1.02 27.93 
Assets turnover 24.73 *** Coefficient of determination 0.97 
Textile industry Profit margin (%) 36.4 * 2.20 65.82 
Assets turnover 24.07 *** Coefficient of determination 0.94 
Cellulose 
industry  
Profit margin (%) 40.9 *** 1.92 77.45 
Assets turnover 27.71 *** Coefficient of determination 0.95 
Leather 
industry  
Profit margin (%) -15.5 --- 2.29 1.32 
Assets turnover 53.52 --- Coefficient of determination 0.27 
***: significant with a probability greater than 99% 
*: significant with a probability greater than 90% 
---: not significant 
As shown in Table 4, the ratios are significant in all cases except for the leather industry. 
However, the regression model for the leather industry is not at all significant. 
In all cases, both the ratio of profit margin and asset turnover is positive and significant and 
ratio of effect of the profit margin on the return on assets is numerically greater than asset turnover 
ratio on the return on assets. Wald test difference (equity ratio) was run to ensure this difference. 
It should be noted that Wald test uses the standardized coefficients. In this test, the null 
alternative hypotheses can be written as follows: 
H0: ratios are equal 
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H1: ratios are not equal. 
Significance level should be less than 0.05 in order to reject null hypothesis. 
Table 5: Equality test of the ratios of the effect of profit margin and asset turnover on return 
on assets 
Equation  Wald-test (F) Sig. Result  
Main equation 233.09 0.000 Coefficient of variation 
Nonmetallic mineral 202.51 0.000 Coefficient of variation 
Metallic mineral 59.62 0.000 Coefficient of variation 
Food industry 18.12 0.000 Coefficient of variation 
Chemical industry 87.91 0.000 Coefficient of variation 
Pharmaceutical industry 66.51 0.000 Coefficient of variation 
Automotive industry 2.94 0.09 Equality of coefficients  
Electric products 32.56 0.000 Coefficient of variation 
Agriculture industry 38.20 0.000 Coefficient of variation 
Textile industry 4.13 0.08 Equality of coefficients 
Cellulose industry 12.27 0.01 Coefficient of variation 
Leather industry 0.45 0.52 Equality of coefficients 
We cannot surely say anything about the coefficient of variation only in the automotive, 
textile and leather industries but coefficient of variation is proved in other cases. 
Table 6 presents minor hypotheses of the study: 
Table 6: Minor hypotheses of the study 
Row Hypothesis  Result  
1 Return on assets in the food industry is more affected by profit margins rather 
than asset turnover. 
Confirmed  
5 Return on assets in the metallic industry is more affected by profit margins 
rather than asset turnover.  
Confirmed  
6 Return on assets in the nonmetallic mineral industry is more affected by profit 
margins rather than asset turnover. 
Confirmed  
7 Return on assets in the chemical industry is more affected by profit margins 
rather than asset turnover. 
Confirmed  
8 Return on assets in the pharmaceutical industry is more affected by profit 
margins rather than asset turnover. 
Confirmed  
9 Return on assets in the power industry is more affected by profit margins rather 
than asset turnover. 
Confirmed  
11 Return on assets in the automotive industry is more affected by profit margins 
rather than asset turnover 
Confirmed 
12 Return on assets in the agricultural industry is more affected by profit margins 
rather than asset turnover 
Confirmed  
13 Return on assets in the cellulose industry is more affected by profit margins 
rather than asset turnover 
 
14 Return on assets in the leather industry is more affected by profit margins rather 
than asset turnover 
 
15 Return on assets in the textile industry is more affected by profit margins rather 
than asset turnover 
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This study shows the return on assets in various industries of Tehran Stock Exchange would 
be more affected by profit margin rather than asset turnover and there is also a significant 
relationship between profit margin and asset turnover. Panahi's (2010) study on the return on assets 
in the food industry in listed companies in Tehran Stock Exchange confirmed the results of this 
study. He found a significant relationship between return on assets and profit margin ratio and asset 
turnover, and return on assets was also more affected by the profit margin rather than asset turnover. 
In her study under comparative evaluation of return on assets in the food industry and 
selected industries listed in the Tehran Stock Exchange in 2005-2009, Pourali (2011) showed a 
linear relationship between return on assets, profit margin and asset turnover, and the profit margin 
and asset turnover variables changed as yields changed. Moreover, the profit margin variable had 
the greatest effect on the return on assets compared to the asset turnover ratio variable. Thus, it 
could be concluded that return on assets in the food industry would be more affected by the profit 
margin rather than asset turnover that confirms the results of this research. 
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